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\U Served: Oetober 25, 2000

gﬁ(’“‘%% UNITED STATES OF AMERICA
% j

DEPARTMENT OF TRANSPORTATION
B\ OFFICE OF THE SECRETARY
WASHINGTON, D.C.

Tssued by the Department of Transportation
on the 19th day of October, 2000

Essential air service at

under 49 T1.S.C. 4173 ef seq,

DODGE CITY, GREAT BEND and Docket 0ST-96-1898 ~ /7
HAYS, KANSAS
GARDEN CTTY, KANSAS Docket OST-96-1963- 7

ORDER TO SHOW CAUSE

Summary

By this order, the Department is tentatively reselecting Air Midwest, Inc., d/b/a US Afrways
Express, to provide essential air service from the four communities Hsted above to Kansas Cily
lor the (wo-year period ending September 30, 2001, at annual subsidy rates totaling $603,800.
The order also provides for obiections or competing proposals from other interested carriers.

Background

By Order 97-9-13. Septetber 14, [997, the Department selected Air Midwest to provide
subsidized service at the four communitics listed above through September 30, 1999, by
operating 12 round trips a week from Dudge City and Garden City to Kansas City over one roule
and 12 round trips a week from Great Bend and Hays to Kansas City over another route with 19-
seat Beech 1900 aicraft at annual subsidy rates totaling $277,228.1

Under aur normal procedures when nearing the end of a subsidy rate term, we contact the
incumbent carrier to determing whether it is intercsted in continuing service and swhether it will
continue to require subsidy. We usually negotiate a new subsidy rate with the cartier. issue an
order tentatively reselecting it for a new rate lerm at the agreed rate, and direct other parties to
show cause why we should not linalize our tentative decision. Other carriers wishing to submit
competing proposals are invited to do so in response to the show-cause arder; if any such
proposals ate filed, we process them as a competitive case. Consistent with this practice, we

L See Appendix A for a map.
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invited Mesa, Air Midwest's parent company, to submit a proposal for the continuation of'its
services at the communities beginning October 1, 1999 =

Carrier Proposal

Mesa submitted a proposal in response to our request. As a result of diseussions with
Department staff, Mesa has agreed to a new rate term for the two-year period through
Septernber 30, 2001. Specifically, Mesa has agreed to Air Midwest's continuation of the same
services at (he communitics as described above, at new subsidy rates totaling S605,800
annually.3

Decision

After a thorough review of the proposal and Air Midwest's service hislory, we have decided to
authorize subsidy for Alr Midwest's ongoing service for the two-year period through
September 30, 200]. The proposed rates appear reasonable for the services at issue and the
carrier’s performance continucs to be satisfactory.

Carrier Fitness

49 1.8.C. 41737(b} and 41738 require that we find an air carrier fit, willing and able to provide
rehable service before we compensate it for providing essential air service. We last found

Air Midwest it by Order 2000-7-35, July 28, 2008}, in connection with its esseniial air service at
Topeka, Kansas. Since then, the Department has rowtinely monitored the carrict’s continuing
fitness, and no mformation has come (o our attention that would lead us to question its ability to
operate in a reliable manner. Based on our review of its most recent submissions, we [ind that
Alr Midwest continues to have available adequate financial and managerial resources to providc
quality service at the communities at 1ssue here, and ihat it continues to possess a favorable
compliance disposition. The Federal Aviation Adminisiration has advised us that the carrier is
conducting ils operations in accordance with 14 CFR Part 121, and knows of no reason why we
should not find that Air Midwest remains fit.

Responses to Tentative Decision

As usual, we will allow interested parlics 20 days from the date of this order to object to our
decision ot to file ahjections or compeling proposals. 1f no imely objections or competing
proposals are filed, this order will antomatically becorne final. We expect persons objecting to
our tentative decision to support their objections with relevant and material facts. We will not
entertain general, vague or unsupported objections.

Carriers interested in filing compeling proposats, with or without subsidy requests, should file
them within the 20-day period set for objections. At the end of the 20-day period, our staff will

2 tn addition to Air Midwest's service to Kansas City, the four communities have also been receiving
subsidized service to Denver from Great Lakes Awiation, Ltd., d/b/a United Express. We recently
decided to reselect Great Lakes oo provide subsidized serviee at Dodge City, Garden City ancl Hays
through Septemnber 30, 2001, but to discontinue subsidy for Great Lakes’ setvice at Great Bend; see
Orders 2000-2-18, February 14, 2000, and 2000-5-14, Juns 19, 2000

3 Appendix B contains details of Air Midwest's compensation requitements.
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docket any competing proposals, thereby making thetn public, and direct each carrigr to serve 2
copy of its proposal on the civic parties and other applicants. Each applicant, inciuding the
incumbent, will then have an opportunity o [nalize its proposal in rate discussions with
Department staff before we seek final community comments., We will give full consideration to
all proposals that are timely filed. As a general matter, we request proposals that would prowade
service at levels commensurate with those tentatively seleeted here wilh twin-engine airerall
operated by two pilots.

Traffic and Service History

Arr Midwest has provided subsidized service at the four cornmumities throughout the history of
the essential air service program. For many vears, the carrier served the communities along
multi-stop routes stretching from Denver in the west to Wichita (in the cases of Dodge City and
Garden City) and Kansas City {in the cases of Great Bend and Hays) in the east, thus providing
each of the communities with service to two hubs., In April 1992, following the acquisition of
Air Midwest by Mesa Airlings, Inc., Mesa began operating the communities' wesiward services
while Air Midwest continued to operate eastward.* About two years later, in March 1994, Air
Midwest switched Dodge City's and Garden City's castern hub from Wichita to Kansas City,>
and in April 1998 Great Lakes replaced Mesa on the westward routes 1o Denver.® Finally, as
noted earlier, the Department recently discontinued subsidy for Great Lakes' service from
Great Bend to Denver, and Great Lakes has discontinued that service,

The communities’ castward traffic has generally shown improvement in recent years. During
calendar vear 1999, Dodge City averaged 6.7, Garden City 104, Great Bend 5.8 and Hays 11.0
enplanements a day. Tolal traffie at the four cemumunities was 13.1 percent above that registered
during calendar vear 1994, with three of the four communities showing gains and only

Dodge City showing a decline over the five-vear period.”

Procedures for Filing Competitive Proposals

For interested carriers unfamiliar with our procedures and recommended form for supplying the
necessary information, we have prepared two cxplanatory documents that we will make available
upon request. The first describes the process for handling carrier replacement cases under

49 U.5.C. 41734(f), and discusses in detail the process of requesting prupusals, conducting
reviews of applicants, and selecting a replacement carrier. The second is an evidence request
containing an explanatory ststernent, a copy of Part 204 of our regulations (14 CFR 204), and
schedules setting forth our recommended form for submitting data required for calculating
compensation and determining the financial and operational ability of applicants to provide
reliable essential air service. (Section 204.4 describes the filness information required of all
applicants for authority to provide cssential air service.) Applicant carriers that have already
submitted this information in another case need only resubimit it if a substantial change has

4 Qee Order 97-4-16, April 6, 1992,

3 See Qrder 94-3-18, March &, 1994,

6 See Order 98-3-32, March 30, 1998,

7 Appendix C contains historical trafiic data.
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occurred, However, if there are more recent data or if there have been any changes to the
information on file. carriers should provide updates of those imformation elements. Interested

carticrs that need to obtain copies of these documents may contact the Office of Aviation
Amnalysis at (202} 366-1053.

Other Carrier Requirements

The Department is responsible for implementing various Federal statutes governing lobbying
aciivities, drug-free workplaces, and nondiscrimination.® Consequently, all carriers receiving
Federal subsidy for essential air service must certify that they are in compliance with Department
regulations regarding drug-free workplaces and nondiscrimination, and those catricrs whose
subsidies cxcecd $100,000 over the life of the rate term must also certify that they are in
complianee with the regulations governing lobbying activities. Al carriers that plan to submit
proposals involving sibsidy should submit the required certifications along with their proposals.
Interested carriers requiring more detailed information regarding these requirernents as well as
copies of the certifications should contact the Office of Aviation Analysis at {202) 366-1053.
The Departmenit i3 prohibited from paying subsidy 1o camiers that do not submit these
documents.

Community and State Comments

If we receive competing proposals, the communities and state are weleome to submit comments
on the proposals at any time. Harly in the proceeding, comments on the proposals” strengths and
weaknesses would be particularly helpful, and the civie parties may also express a preference for
a purticular carrier, 1l they choose. In any event, afler conducting rale conlerences with all
applicants, we will provide a summary of the conference resulis to the civie parties and ask them
tor file their final comments.?

This order is 1ssued under authority delegated in 49 CFR 1.56a(f).

& The regulations applicable to each of these three areas are (1) 4% CFR Part 20, New Restrictions on
Lobbying, implementing title 31, United States Code, section 1352, entitled ¥ Limitation on use of
appropriated funds to influence certain Federal contracting and financial transactions™;

{2) 49 CTF'R Part 29, Subpart F, Drug-Free Workplace Requirements (Grants), implementing the Drug-
Free Workplace Act of 1988; and (3) 49 CFR Part 21, Nondiscrimination in Federally-Assisted Proprams
of the Department of Transportation - Effectuation of Tile VT of the Civil Rights Act of 1964;

49 CFR Parl 27, Nondissrimination on the Basiz of Handicap in Programs and Activitics Receiving or
Renefiting from Federal Financial Assistance; and 14 CFR Part 382, Nondiscrimination on the basis of
handicap in Air Travel.

2 In cascs where a carrier proposes to provide esseatial air service without subsidy and we determine that
service can be reliably provided without such compensation, we do not normally hold rawe conlerences.
Instead, we rely on the carrier’s subsidy-free service as proposed.



ACCORDINGLY,

. We tentatively reselect Air Midwest, Inc., d/b/a US Airways Express, to provide essential air
service at Dodge City, Garden City, Great Bend and Hays, Kansas, as described in Appendix D,
for the period from October 1, 1999, through September 30, 2001;

2. We tentatively set the final rates of compensation for Air Midwest, Inc., d/b/a US Airways
Fxpress, for the provision of essential air service at Dodge City, Garden City, Great Bend and
lays, Kansas, as deseribed in Appendix D, for the perind from October 1, 1999, through
September 30, 2001, payable as follows: lor each month during which essential air service is
provided, the amount of compensation shall be subject to (he weekly ceilings set forth in
Appendix D, and shall be determined by multiplying the subsidy-eligible arrivals and departures
completed during the month by the following amounts: 19

Dodge City and Garden City $221.60
Great Bend and Hays $427.76

3. We direel Air Midwest, Inc., d/b/a US Airways Express, to retain all books, records, and other
source and summary documentation to snpport claims for payment, and fo preserve and maintain
such documentation in a manner that readily pennits its audit and examination by representatives
o[ the Department. Such documentation shall be retained for seven years or until the Departrent
indicates that the records may be destroyed. Copies of flight logs for aircraft sold or disposed of
must be retained. The carrier may forfeit its compensation for any claim that is not supported
under the tarms of this order;

4. We find that Aar Midwest, Ine., d/bia US Airways Express, conlinues (o be [it, willing and
able to operate a5 a commuler ait carrier and capable of providing reliable essential air service at
Dodge City, Garden City, Great Bend and Hays, Kansas;

5. We direct any interested persons having objections to the selection of Air Midwest to provide
essential air service as described in ordering paragraph | above, at the rates set forth in ordering
paragraph 2 abowve, to file such objections or competing service proposals no later than 20 days
from the date of serviee of this order;11

10 gee Appendix D for the calculation of these rates, which assume the use of the aircraft desigmated.
If the carrier reports a significant number of aircraft substitutions, revision of these rates may he
reguired.

1 Ohjecrions should be filed with the Dlocumentary Services and Media Management Division,
$V(C-124, Room PLA0L, Deparument of Transportation, 400 Tth Street 5.W., Washington DC 20590,
Proposals to provide essential air service should be filed with the Chicf, EAS & Domestic Analysis
Division, X-53, Office of Aviation Analysis, Room 64171, Depariment of Transportation, at the same
address. Questions regarding filings in response to this order may be directad o Dennis 1. DeVany at
(202) 366-1061.
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6. If we receive objections or compeling propoesals within the 20-day period, Air Midwest will
be compensated at the subsidy rates set forth in ordering paragraph 2 above as final rates until all
abjections are resolved,

7. We will afford full consideration to the maiters and issues raised in any timely and properly
filed objections and service proposals before we take further action.1? If no objections or

competing service proposals are filed, all further procedural steps will be deemed waived and this
order shall become effective on the twenty-first day afier its service date;

8. These dockets will remain open until further order of the Department; and

9. We will serve copies of this order on the mayors and airport managers of Dodge City,
Garden City, Great Bend and Hays, Kansas; Mesa Air Group, [nc.; Great Lakes Aviation, Ltd.
d/b/z United Express; the Ellis County Coalition for Economic Development, the Office of the
City Attemey for Dodge City: and the persons listed in Appendix E.

By:
FRANCISCO J. SANCHEZ
Assistant Secretary for Aviation
and Intermational Affairs
(SEAL)

An electronic version of this documenyt is available
on the World Wide Web at hitp://dms. dot. gov

12 gince we are providing for the filing of objections to this order, we will not entertain petitions for
reconsideration.
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APPENDIX B

Page 1 of 2

AR MIDWEST, INC., d/b/a US AIRWAYS EXPRESS
ANNUAL COMPENSATION REQUIREMENT FOR ESSENTTAT AIR SERVICE AT
DODGE CITY AND GARDEN CITY, KANSAS
(At 98 percent completion}

Deparr_urea

Blogk Hours

Revenue paesenger-miles
Avallable seat-miles

Qperating Revenues:
Pageenger: 11,094 psyrg at 5132.0¢
ocher {at 1.0% of psgr rev}

Total Operating REevenued

Operating Bxpenses:
Direet: Flying Operaticna (5126, 57/8BH)
Fuel & 0il ($1€B_&3/EH)
Other Flight Operations (413, 94/BH)
Lircraft Ownership {4165 70/RH)
Maintenance ($173.91/BH)
Total Direct Expenses
Indirect: Traffic-related [(40.01C/RDM)
Departure-related (43115.23/dpr)
Japacity-related [80.014/23M)
fdvertising
Total Indirect Expenpes
Total Operating Expenses

dperating Losag

Profit Element (5.0% cf Total Operating Expencas)

armal {fompencation Regquirement

1/ Calculated as follows:

Leparturea Elack Youre
CCK-TCC 313 x 3 o» .98 = 20 920 x 0,384 =
CoC-MTI F.3®» 3 K .95 = 9z0 320 x 1.250= 1,130
FUR=-MTL 313 % 1T x .8d = 307 INT = 1.500 = 461
Total 2,147 1,984

keveonue passsncer-miles

LR -MCT 4,138 = 3403 1,441,674
GUH-MCT B, 33k A 3i6 2,152,256
Tetal 3,633,330

2,147

1,954

3,633,930

8,01%, 634
51,475,058
14,751

51.48%,. 809
& 249,583
331,188
27,378
335,43¢c
341,558

1,274,144
gy 35,338
247,309
112,275
E, 000

401,013

81,875,157

% 1BS, 348

4 E3, 758

& 2e9,.10a

Zwvailabls meat-miles

P20 x 19 » 42 - Thz,pEel
I oK 19 x 3II3 = 3,286, 4a0
307 x 13 » 3328 = 1,971,554

4,019, a3id



AIR MIDWEST, INC., d/b/a TS ATRWAYS EXPRESS
ANNUAL COMPENSATION REQUIREMENT FOR ESSENTIAL AIR SERVICE AT
GREAT BEND AND HAYS, KANSAS

(At 98 pereent completion)

Departures

Block Houre

Favreliue passangser-miley
Availabkle seat-miles

dperating Revanues:
Fassenger: 11,502 pegres at 594.01
Other [at 1.0% of pegr rew)

Tatal Operatiog Retenuses

nerating Expenses:
Cirgct: Flying Operations {(§125.57/BH}
Fual & Qi1 (5168.63/BH)
Other Flight Operations {513 .94/HH]
Alrecraft Ownership {($165.70/BH})
Maintenance (5173.91/HH)
Total Directr Expenses
Indirect: Traffic-related {(&§0.010/REM)
Departure-related [5115.23/dpt}
Capacity-related (80.014/ASM)
Rdvertislng
Total Indirsct Expenses
Total Operating Expenaes

Operating Loaog

FProfit Element (5.0% of Total Operating Expenses)

Annual Compensgation Eeguirement

L/ Caleulated as follows:

Departuras Block Hours

Hi&-3BD 15 =« 2 x .
Gol=MCE 313 % 3 x 0B
AY3=MCT 13 x 1 x

azd 9240 x d.316
EFat 920 = 1.016
307 307 x C.984

Total £, 147 1,578

Bevonue passenger-mileas

GRI-MIT J,842 x 230 = g55,1496
BYE-MCT T.660 = 274 = 2,088,840
Totzel 2,994,026

31,081,30%
10,8132

§ 193,393
Z57.687
21,3464
283,180
265,734

5 29,940
247,359
87,14z

5, oo

APPENDIX B
Pape 2 of 2

=

_ 169,4A1

%

§
%
S

2,147
1,528
2,394,028
€,224,438

1,082,116

591,280

1,360,771

268,655
68,034
336,694

RAwailakle zeat-miles

520 x 15 = 41
97 X LY m £33
307 x 13 & 248

T1E, 682
4,072,849
1,434,986
G, 224,438



APPENDIX

HISTORICAL ENPLANEMENTS
TO KANSAS CITY

1994 1999 .
MO, BVE. NQ. At INCRFEASE
DODSE CITY 2,282 7.3 2,085 6.7 P84 %
BARDEN CITY 2,749 B.B 1,266 10.4 18.8
EREAT BEND 1,390 4.4 1,831 5.4 31.7
HRYS 2,883 5.5 31,454 11.0 1.8
TOTAL 9,404 3.0 10,6348 34.0 13.1 %

SOURCE: Bureau of Transportation Statistics Form 298-C, Schedule T-1, and carrier reports.
Calendar year 1994 enplanements represent one-half of total origin-and-destination traffic.

Doelge City and Garden City traffic figures for 1994 include some wraffic to Wichita, which was
the two communities' eastern hub until March 1994; see Order 94-3-18, March 9, 1994, Calendar
year 1999 enplanements represent boardings at each community. Averages are based on 313
weekdays and weekends each year.



APTPENDIX D
Page 1 of 2

AR MIDWEST, INC., d/b/a 1J% AIRWAYS EXPRESS
LSSEMNTIAL AIR SERVICE AT
DODGE CITY, GARDEN CITY, GREA'T BEND AND HAYS, KANSAS

EFFECTIVE PLRIOD October 1, 1999, through September 30, 2001

SERVICE 12 nonstop or one-stop round trips each week from Dodge City
and Garden City to Kansas City
12 nonstop or one-stop round trips each week from Great Bend
and Hays to Kansas City

AIRCEAIT TYPE Beech 1900 {19 scats)

TIMING OF FLIGHTS Flights must be well-timed and well-spaced to ensurc full
compensation

SUBSIDY RATE PER

ARRIVAL/DEPARTURE

Dodge City znd Garden City 310966 1/

Great Bend and Hays 3137202

COMPENSATION CEILING

CACH WLEK

Dodge City and Garden City $5,264 3/

Great Bend and Havs $6,586 4/

1/ Annual compensation of $269.106 divided by 2,454 annual arrivals and departures at a 98 pereent
completion factor, calculated as follows: 8 dpts x 513 service days x .98 = 2,454,

2/ Anmual compensation of 336,694 divided by 2,454 annual arnvals and depariures al s 98 percent
completion factor, calcufated ag follows: 8 dpts x 313 service days x 98 = 2,454,

3/ Subsidy rate per artival/departure of $109.66 multiplicd by 43 subsidy-cligible arrivals and
departures cach week.

4/ Subsidy rate per arrival/departure of $137.20 multiplied by 48 subsidy-eligible armivals and
departures cach weck,



APPLENDIX D
Pagc 2 ot d

NOTE

The carrier understands that it may forleit its compensation for any flights that it doss not operate in conformance with
the lerms and stipulations of the rate order, including the service plans outlined in the order and any olher signilficant
glements of the required service, without prior approval. The carrier understands that an atrcraft take-off and landing at
its scheduled destination constitures a completed fight: absent an explanation suppotting subsidy elgibility for a flight
that has not been completed, such as certain weather cancellations, only completed flights are considered eligible for
subsidy. In addition, if the camier does not schedule or operate its Hights in full conformance with the order for a
significant period, it may jeopardize its entire subsidy claim for the period in guestion. Tf the carrier contemplates any
such changes beyond the scope of the order during the applicable period of these rates, it must first notify the Office of
Aviation Analysis in writing and receive wrilten approval from the Department to be ensured of full compensation,
Should circumstances warrant, the Department may locate and select a replacement carrier to provide service on these
routes, The camisr must complete all flighes that can be safely operated; ights that overfly points for lack of taffic will
not be compensated. In determining whether subsidy payment for a deviating flight should be adjusled or disallowed,
the Department will consider the extent to which the goals of the program are met and the extent of access to the
national air ransportation system provided to the community,

Il the Department unilaterally, sither parlially or completely, lerminates or reduces paymenls for service or changes
service requiremcnts at a spocific location provided for under this agreemaent, then, at the end of the peried for which the
Dreparttient does make payments in the agreed amounts or at the agreed service levels, the cammier may cease to provide
service to that speciftc localion withoul tegard te any tequiremenl Tot notice of such cessation. These adjuslments o the
levels of subsidy and/or scrvice that arc mutually agreed ta in writing by the patties w this agreoment do not constituee a
total or partial reduction or cessation of payment.

Subsidy coniraets are subject to, and incotporate by reference, relevant statutes and Department regulations, as they may
be amended from time o time. However, any such stamtes, repulations, or amendments thereta shall not operate to
controvert the foregeing paragraph.



AFFENDTX E

SERVIGE LIST FOR THE STATE OF KANSAS

Air Midwest lne.

Amerijat ntermational, inc.
Aspen Airways, |nc,

Blue Ridge Airlinas

Calta Connectivn

Exec Express |, Inc.
Executive Aifines, Inc.
Flagsahip Airlines Inc.

GP Express Aldines, Inc.
Heartand Avlation, Ing,
Lone Star Aldines, Inc.
Meza Airlines, Inc.
Metrofiight, inc.

Midway Airlinss, Inc.
Midwast Express Airlines., Inc.
Multi Aero, Inc.

MarthwestL Aldink

Redwing Alrvays, Inc.
Renewn Aviation, Ing,
Trans States Airdines, Inc.

Louls Andrews
Ken Bannon

E.B. Freaman
Douglas Gumula
Ben Harrison

A, Edward Jenner
Keith Kahle

John MoFardare
Rorart Wigrmare



